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* .* It is proposed to publish from time to time in Lloyds 
Bank Monthly Review signed articles by economists of 
standing, affording opportunities to exponents of different 
' theories to state their case. The Bank ts not necessarily in 
agreement with the views expressed in such signed articles. 


“A Stable Price Level ” 
By Sir Josiah Stamp. 


|" most popular discussions upon the “‘ Stabilisation” of 





prices, it is usually taken for granted that “ something 
ought to be done,” and the kind of stability desired is not 
too closely examined, but interest and scepticism are centred in 
whether it can be achieved and in the proper means for bringing 
it about. Occasionally, however, some one challenges the 
fundamental issue. A recent correspondent to the Times 
ridicules the whole notion of greater stability as in itself unde- 
sirable. Assuming it to be done, he says, cui bono ? Competition 
would be removed, and stagnation of mind and effort would 
result. “‘ Those who by foresight and power to apply their 
experience, can to-day take advantage of the less efficient by 
| anticipating either a rise or fall in prices, would no longer be 
able to do so”—like aborigines, we should “accept with 
equanimity alternating periods of scarcity and abundance.” 
The same correspondent’s contribution to the mechanics of 
_ Stabilisation is that some central world authority would have to 
| get a “ written contract with nature ” to supply the same and 
constant conditions for harvesting and cattle raising. 


There are four main questions—what do we want to do? 

Why do we want to do it? How do we propose to doit? Can 
we succeed ? It seems worth while to leave the two latter 
for a time, and, at the risk of tedium in repeating many well 
Known facts, to recapitulate the reasons for seeking greater 
| stability than we now obtain. In the first place, let it be said 


| 
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emphatically that no instructed authority is seeking the estab- } consec 
lishment of a price level without any fluctuations whatever;} month 
still less is it expected, or desirable, or possible, that prices of! into tl 
individual things shall be stable. There will be, under the most | good : 
successful process we can envisage, still a sufficient to-and-fo gye te 
movement about a long period level to provide industry with all to she 
the impetuses, surprises and excitements, it may need ; there values 
will be sufficient movement in the prices of raw materials, due gebto: 
to changing harvests, discoveries and natural conditions, to give owner 
the wise and far-seeing, the “ efficient,” a pull over the short-, the gr 
sighted and inefficient. In fact it is not the object of stabilisation and ¢ 
to eliminate entirely short-period fluctuations at all. Nor is it’ of pro 
supposed that much harm will result from permanent differences rarity 
in the purchasing power of the monetary unit over a long period their 

such as a century. But the evils arising in our very complex: gttist 
and international civilisation from large changes in the purchasing , faj] of 
power of money in periods lasting, say, several years, up toa 4g gene 
generation, are now so important and indeed critical, that we are quant 
forced to give serious consideration to them, whether we can of the 
ultimately prevent them altogether or not. In one period of first : 
some twenty years before the war we saw the purchasing power ypncor 
of the pound sterling increase by something of the order of 40 , its po 
per cent and then in a similar space of time diminish by a like | econo 
amount. The long fall in prices from the early seventies to the} eyjjs |} 
middle nineties, was responsible for chronic depression in trade,! about 
which was taken seriously by Royal Commissions, and starteda modi 
Fair Trade versus Free Trade discussion and gave impetus t04 pew , 
vigorous controversy upon currency and bimetallism. Then the emer 
gradual rise in prices up to the time of the War, made adjustments comn 
between capital and labour matters of great importance, although ' going 
it brought better trade. But such pre-war changes in the world that r 
value of the common denominator of purchasing power—gold— out tl 
would to-day be of even greater importance in affecting funda- total 

mentally all our social and economic relations. We may pass _ amon 
over the rapid and anticipated adjustments of the non-gold and | 
price level in this country by deflation immediately after the | distri 
War, when all wages and contracts were admittedly in a state of debt 
adjustment. The fall of 25 to 28 per cent in the last four to five and r 
years, during which we have assumed that being on a gold prod 
standard, we have the true basis of economic equilibrium and | must 
stability, not subject to the vagaries of paper currencies, has been | amou 
unprecedented in modern history, and most far-reaching in 1S | govey 
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-€Stab-F consequences. The recent fall of 10 per cent within as many 
atever; | months has been world-wide and has brought these problems 
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into the forefront. It is safe to say that eighty per cent of the 
good and bad fortune following changes in price has not been 
due to relative efficiency and inefficiency or foresight at all, but 
to sheer luck according to the way in which changes in gold 
values of a quite unforeseeable and fortuitous kind have affected 
debtor and creditor, bond-holder, debenture-holder and the 
owner of common stocks. It is safe to say that a large part of 
the great change has not been due to absolute changes 1n harvest 
and crop conditions at all, but to changes in the rarity and ease 
of production of things to be bought compared with those in the 
rarity and ease of production of the purchasing medium in which 
their “ price” is computed. It is not uncommon to hear 
statistical explanations of “‘ over production ” applied to the 
fall of commodities in particular, but this method will not cover 
a general fall, and if staple commodities will exchange for similar 
quantities of each other, except gold, the real monetary character 
of the problem is manifest. We can take the second question 
first : ““ Why do we want to do it ? ” and answer that the present 
uncontrolled international monetary system has tacitly assumed 
its power to provide sufficient stability to obviate injustice and 
economic disaster, and has failed signally to provide it. Serious 
evils have followed it, and that is ““ why” we wish to do something 
about it. “‘ What ” we want to do is to provide any control or 
modification which will avoid those evils without introducing 
new ones in their place. For people who find it difficult to 
remember that it is gold that is changing in value, and not 
commodities in general—akin to the notion that it is the earth 
going round on its axis, and not the sun going round the sky, 
that makes and measures the day and night—it is as well to point 
out that the chief function of the price level is to settle how the 
total production resulting from human effort shall be divided 
amongst the different agencies that produce it—internationally 
and nationally. Every change in the price level alters that 
distribution, often unjustly and unexpectedly. Nations are 
debtors and creditors on development loan account ; they pay 
and receive bond interest on a gold basis. Marty of them do not 
produce gold, but buy it with their produce, and if prices fall they 
must give much more of their produce to obtain the requisite 
amount of gold to pay their debts, principal and interest. Huge 
governmental debts, upon account of war, mean taxation of their 
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respective peoples, and this becomes heavier as a real burden} readi 


prices fall. All the countries which have such debts are mug) well: 
more heavily in debt now than they were five years ago. German the fi 
owes reparations, and the Dawes Plan fixed the amount to} mark 
paid annually over a series of years in gold. There was apm amot 
vision that if the price level altered by more than ten per cent th _ of fr: 
yearly payment was to be correspondingly altered, in order tha , 
over such a long period of years the amount in real production) serio 
be paid by Germany should not be seriously less, or seriously 

more, as a proportion of her total production, than was intended: rt 
by the Plan. Otherwise the Plan would either be unworkabk S¢"° 
or the creditors would be cheated. Most people looked upon th ®@U° 
provision as academic, pedantic, unimportant. As a matter of Tce! 
fact, it was one of the most practical features in the whok of th 
scheme. Although the average annuity of the Young Plan wa’ for 
almost 20 per cent less than the normal annuity of the Dawe) 1° 
Plan, it represents a similar burden in production, owing to tha ©XP" 
very change in the price level. But no such provision appears the 
in the Young Plan, and for two reasons. First, the annuities heav 
start at a much lower figure and do not reach the average for 38 ™ 
some time. Second, the reparation receipts by the creditos evel 
have been admittedly “‘ matched up ” in various ways to the diffe 
payment by those creditors on their war debts, and in their} WS 
settlement for war debts no such provision occurs. The con-| that 
sequence of this is, since the major part of what Germany pays and 
will be receivable by the United States, that every fall in the prie ‘° t 
level increases the proportion of Germany’s production which stoc] 
the United States must receive. The United States can, 

consciously or unconsciously, play a large part in making gold _ prer 
rare by electing to receive, from the world in general, gold in of « 
preference to other things—through the medium of a high tariff—__ rest 
and then putting that gold aside in large reserves, so that itis, on ¢ 
inoperative in its influence on purchasing power. Only a rich _ busi 
country can afford to do this on any large scale, because idle gold tran 
in itself has no earning power, and it is impossible to say definitely ,  avoi 
whether, economically, the United States would gain or loseon aco 
balance by the process of paying, to make gold dearer, in com- resp 
modities, in order to secure more commodities for debt payments., “ C| 
But gold purchasing power may well become rarer, without the Wh; 
United States making such a sacrifice, from world causes, and, rept 
in that event they would automatically receive a larger sum from | has 
Germany. That statesmen without an economic outlook do not | prox 
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rden, a} readily appreciate the issues involved by changing prices, is 
mud, well illustrated by the last written utterances of Clemenceau on 
rman the financial sacrifices of France—‘‘ From 136 milliards of gold 
nt to} marks we have got down to 22, or one-sixth of the agreed 


;apme amount . . . France will only have recovered 133 milliards 
cent the of francs out of the 91§ milliards the War cost her.” 

fer tha Nationally, the consequences of the recent price fall are 
rvs : serious in two ways : (a) static, and (6) dynamic. 

>riously erie , ; 
tended (a) Statically the distribution of the national product is 


orkabk Seriously altered every time the price level changes. The 
national debt has increased in real weight by some £1,500 million 


Don the : ; 

itter of - Tecently, and now substantially represents wealth in excess 
whok of the rea/ sum that was originally lent. The service of the debt 
an wy! for 1930 is a materially larger fraction of the annual national 


Dawe income than it was in 1925, since it remains constant in monetary 
expression (and has a much higher purchasing power), while 


ne the national income changes. This burden of debt, already 
nuities heavy, will become positively crippling if the decline in prices 
we for iS not arrested. If there is no material change in the wage 
sditors. evel, the total sum paid in wages similarly must become a very 


to the different proportion of the product of industry from what it 
was intended to be when it was last fixed. Of the balance, 


1 their a : 
> con-| that part which is due to claimants of fixed sums, rents, debenture 
Vy pays and preference interest, also represents a larger real proportion, 


» price 80 that what is left as a return on ordinary shares and common 
which Stocks becomes a rapidly diminishing balance. 

; Can, (6) Dynamically, if the risk-taking capital and the entre- 
x gold, preneurs’ reward are greatly reduced, this being the mainspring 
old in of our economic machine, business enterprise is grievously 
iff— restricted. Itis very difficult to get a forward business movement 
tits, ona falling price level. No doubt in the long run just as good 
arich business can be done upon one level as another, but it is the 
egold transition that works havoc. The object of greater stability is to 
mitely | avoid these dangers. It does not, however, necessarily involve 
se ON acomplete fixation of the price index at one figure if the general 
com- response to human effort and capital becomes greater. 
ients. |“ Cheapness ” in such circumstances may not be an illusion. 
it the ~~ What is desired is rather that the unit of purchasing power shall 
, and) represent a consistent unit of human effort, and if that effort 
from has more bountiful results, justice in distribution of the total 
O not | product will be met if the proportions between people are not 
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radically changed. In this sense it is not unfair that the bond- 
holder who has lent the equivalent of two pairs of boots should 





receive, when repaid, forty years later, the equivalent of three 
pairs, if his claim on current production represents no higher | 
proportion of the national product. But it is by no means 
necessary yet to bother our heads about the precise kind of 
stability we are seeking—such refinements can well come later, 
What is wanted is that there shall be popular and widespread 
appreciation of “‘ the money illusion” and a realisation that 
with modern civilisation dependent upon a fair deal “‘ staying 
put ” between the present and the future, between the different 
classes of human effort, and between borrower and lender and 
nation and nation, that civilisation is more in jeopardy from the 
arbitrary movements of its common denominator of value than 
from any other cause. 

How? The systematic exploration of the possibilities of , 
the more efficacious distribution of gold and exploitation of gold 
mines ; of releasing non-monetary hoards of gold ; of the more 
scientific use of gold as a basis of a more extensive purchasing 
power and credit; of the possibilities of international action 
and the functions of the Bank for International Settlements, 
would carry me beyond the limits of this article. They belong , 
to the second stage of monetary advance, our responsibility for 
which in this decade is vital and disturbing. 


The War Loan Problem 
’ | YHIS year’s steady fall in money rates, culminating in a 





Bank rate of 3 per cent, has stimulated a general expecta- | 
tion that the Government will make an effort to deal 
with the huge mass of § per cent 1929-47 War Loan, now 
amounting to £2,184,000,000. Looking backwards, it is clear 
that it was a mistake to create so unwieldy a block of debt, and a 
still greater mistake not to deduct at source the income tax 
payable on the dividends, so leaving innumerable possibilities of | 
tax evasion. On the other hand, so long as the war was in 
progress, money had to be raised quickly and without counting 
its ultimate cost to the country, and in any case it is fruitless 
to-day to condemn emergency measures taken during the wart. 
The facts of the case can be enumerated very simply :— 
(1) The whole of the War Loan can be redeemed to-day 
and must be redeemed within 17 years from now. 
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(2) Bank rate is now 3 per cent, which is the lowest rate 
recorded since 1923; the last time Bank rate was 
lower was in 1909. 


(3) According to market prices current at the end of 
May, the average yield obtainable upon British 
Government long-dated securities was £4 9s. per 
cent. 


These facts are taken by many to mean that to-day is a 
suitable opportunity for the Chancellor to convert several 
hundred millions of the 5 per cent War Loan, as the first of a 
series of operations designed gradually to break it up into blocks 
of debt of a more manageable size, each costing the country less 
than § per cent in interest. Each successive operation of these 


_ series should be progressively in favour of the Treasury, and the 


whole series should be complete by 1947, the date on which 
the present 5 per cent loan must be repaid. 


Now this is undoubtedly the right line on which to proceed, 
but it does not follow that complete success would attend the 
initial effort if it were made to-day. The truth is that those 
who adduce the low Bank rate as an argument in favour of an 


, immediate conversion offer overlook one vital fact, and that is 


the difference between long-term and short-term capital. The 
low Bank rate and discount rates reflect solely the abundance of 
short money in existence at the present moment, and short 
money consists mainly of loose cash in the hands of banks and 
big institutions, both British and foreign, which at the moment 
is not needed for other purposes. Now, as every private 


_ individual knows, the amount of loose cash he possesses at any 
' moment, either in his pocket or at his bank, is a very poor indica- 


tion of the amount of capital he has available for permanent 
investment or of his desire to invest that money in long-dated 
gilt-edged stock. It is true that the City is always ready to 
absorb British Government securities, and to that extent a 
surplus of short money favours the issue of a Government loan, 
especially if it is a short-dated maturity. This does not mean, 
however, that conditions are favourable to the offer of a long- 
term loan, for the existing abundance of short money mainly 
reflects the present trade depression and the fact that there is 
an abnormally small demand for money to finance current 
business. Now traders with spare cash thrown back on their 
hands by the absence of business are not going to lock it up in 
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gilt-edged stock, still less are bankers going to add unduly to their 
investments now, only to have to realise (possibly at a loss) when 
trade revives. In brief, the power of the country to absorb 
long-dated stock is measured not by the quantity of short money 
about, but by the size of the capital fund of the country, th) 
demands upon it for other purposes, and the confidence it 
owners feel in Great Britain as a place for its employment. 





Judged from this aspect, the prospects of a successful 
conversion scheme appear in a different perspective to that! 
suggested by the 3 per cent Bank rate. High taxation is depleting ; 
the capital fund of the country, and is also affecting the 
confidence of its owners, and Mr. Snowden’s budget, by short 
sightedly laying additional burdens upon the thrifty, is in this | 
way proving extremely prejudicial to the chances of a successful 
conversion scheme. The reorganisation and _ rationalisation | 
of British industry is making special demands upon capital, and , 
these seem likely to last for some years. The upshot of the 
matter is that the Chancellor would be well advised to proceed 
slowly with his conversion scheme. If he decides that it is 
now the right moment to make an offer at all, his initial scheme 
should be of limited scope and on terms generous enough to 
ensure success and to leave ample room for a progressive , 
contraction in his generosity on future occasions. There is, how- 
ever, serious doubt whether the present high level of taxation 
and the recent increases imposed in this year’s budget might not 
render it advisable for him to wait. In short, there is a strong 
case to be made out for laying down the rule that debt conversion 
must wait on a reduction of our present level of national 
expenditure. We are in a vicious circle, which can only be 
broken by drastic measures of economy. 


Finance and Industry 





(2) The Bank of England’s Issue Department 


N the initial article of this series which dealt with the general 
theory of banking, it was stated that one of the earliest | 
developments of banking was that of the function of issuing 

notes. A note is fundamentally “a promise by a banker to 
pay the bearer of the note a given sum of money on demand,” 
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and words to this effect are to be found on every note issued by the 
Bank of England to-day. So long as the holders of banknotes 
could rest assured that the issuing banker was able and willing 
to redeem them in legal tender money “ on demand,” the bank- 
notes would readily be accepted in payment for goods and services 
and so themselves become money. 

The issuing banker, in his turn, found that so long as his 
ability to redeem his notes was unquestioned, only a com- 
paratively small number would be presented for payment on 
any one day. Hence he could issue notes in excess of his 
power to redeem them, or in other words could issue notes not 
only in exchange for gold deposited with him, but in payment 
for bills of exchange, stocks and shares, or even as loans to his 
customers. This can best be illustrated by the following 
theoretical balance sheet of a bank of issue :— 


LIABILITIES. £ ASSETS. £ 
Notes issued .. ..- 100,000 Gold ae ie .- 40,000 
a oe .. 20,000 
Investments a o< 10,000 
Loans to customers -- 30,000 
£100,000 £100,000 





Here he has issued 2} times as many notes as he has gold 
with which to redeem them; or to put the position in more 
technical language, his reserve ratio of gold to notes is 40 per 
cent. Of his £100,000 notes, £40,000 are said to be “ backed ” 
by gold, and the £60,000 issued against his remaining assets 
are called the “ fiduciary ” portion of his issue, the presumption 
being that they are backed in one sense by the banker’s good 
faith. It may be added that there is no real difference between 
this theoretical balance-sheet and that of the Issue Department 
of the Bank of England to-day. 

Clearly, issue banking is a very profitable business. The 
banker’s only running expenses are the printing of fresh notes 
to replace worn-out notes, the custody of his gold, and the 
clerical and administrative work needed to watch his assets. 
He pays no interest on his notes, while he earns interest on all 
his assets except his gold. The more notes a banker issues, and 
the more earning assets he buys in proportion to a given gold 


| holding, the greater will be his earnings. Also the more notes 


he issues, the more loans can he make, and the fewer of his 
customers will he have to disappoint. On the other hand, the 
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more notes he issues against a given gold holding, the mor 
likely is he to be unable to redeem the notes presented to him 
for payment. Worse still, when once a banker’s ability to 
redeem his notes becomes suspect, the public immediately rush 
to have their notes redeemed. This is what is meant by a 
«“e ”> M4 M4 

run ” on a bank, and it shows that however alluring are the 
profits obtainable, a banker must never expand his business to 





} 


the point where the slightest suspicion, whether true or false, 


can arise that he is unable to fulfil his obligations. 

The early history of issue banking in England is very 
chequered. Soon after the Bank of England was founded it was 
given a partial monopoly of the right to issue notes, for the Act 
of 1707 provided that no “ body politic ” or persons exceeding 
six in number, united in partnership, should “‘ borrow, owe, or 
take up any sum or sums of money, on their bills or notes 
payable at demand, at any time less than six months.”’ __ This 
restricted the right to issue notes in London to the Bank 
of England, and, outside London, to individual country banks 
owned in each case by not more than six partners. As 
experience showed, this arrangement was extremely unsound. 
It prevented the big London houses, with many partners of 
repute and experience, from issuing notes, but allowed any 
single person, outside London, whatever his knowledge and 
skill, to call himself a banker and issue notes. Hence it is 
not surprising that in these early days there were countless 
instances of small individual bankers issuing an excessive number 
of notes, and subsequently coming to grief, ruining themselves 
and their note-holders in the process. 

In 1826 the monopoly was modified, so that joint-stock 
banks with unlimited liability could be established at a greater 
distance than 65 miles from London, and they could open 
Offices, and issue notes, outside this radius. In 1833, joint 
stock banks were allowed to be established inside this radius, 
but without the right of issuing notes. At the same time, the 
Bank of England’s notes were made legal tender, except at their 
place of issue. This important privilege meant that the Bank 
of England’s notes were money in the full sense of the term, but 


) 


} 


) 


_ 


— 


that their holders could still present them at the Bank of England | 


and demand their redemption in gold. 

All this legislation was in reality prompted by the numerous 
country bank failures that had occurred during the previous few 
years, but experience had also shown that in times of crisis, 
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notably in 1825, 1837 and 1839, even the Bank of England’s 
power to redeem its notes was very nearly exhausted, and in the 
latter years the Bank was only able to redeem its notes by 
borrowing gold from the Bank of France. Hence it was 
decided that the Bank of England itself needed reform, and 
so in 1844 Peel’s famous Bank Act was passed. 


This Act divided the Bank of England into two parts, the 
Issue Department and the Banking Department. The former 
is concerned solely with the duty of issuing notes, and the 
latter with the Bank’s general banking business, which to-day 
consists mainly of its functions as a regulator of credit and as the 
“ banker’s bank.” The Act further provided that the fiduciary 
portion of the Bank of England’s issue should not exceed 
£14,000,000 plus two-thirds of the volume of any country 
banks’ note issues that lapsed after the passage of the Act. 
The Act of 1844 also laid down that the right of country banks 
to issue notes should lapse if and when they amalgamated with 
other institutions established inside the London 65-mile radius. 
The only importance of these latter provisions is that by 1914 
their operations had raised the fiduciary limit from £14,000,000 
to £19,750,000. 

All notes issued in excess of the fiduciary limit had to be 
backed pound for pound by gold, and thus the operations of the 
Issue Department became purely automatic. If the Bank 
received more gold, it issued more notes, while if it lost gold, it 
had to contract its note issue. Furthermore, the Bank has all 
along been bound to buy gold offered to it at a fixed price, and 
(with certain post-war limitations described below) to sell gold 
at a fixed price, so that the Issue Department had no control 
over the amount of gold it held. Thus the size of the note issue 
was beyond its direct control. 


The number of notes in circulation depended upon general 
economic and financial conditions, and clearly in times of crises 
when securities of all kinds were suspect, and only legal tender 
money was deemed “‘ safe,”’ the demand for notes would increase. 
All notes issued but not in circulation are lodged in the Banking 
Department, where they act as the Banking Department’s cash 
or “ Reserve.” Thus, any abnormal demand for notes at once 
depletes the Banking Department’s Reserve,and on four occasions 
since 1844—namely in 1847, 1857, 1866 and 1914—crises have 
arisen of a kind which increased the demand for notes to the 
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point where it outstripped the Bank’s gold holdings plus 
fiduciary limit. To meet these emergencies the Bank Act was 
** suspended,” i.e., the Bank was given by the Government the 
extra-legal right to issue notes in excess of its legal fiduciary 
limit. 

The outbreak of war in 1914 upset the whole automatic 
system of governing the issue of notes by the amount of gold 
behind them. It is true that, except for a few days in August, 
1914, the Bank never issued notes in excess of its powers, but the 
Government issued large quantities of {1 and Ios. “ currency 
notes ” on its own account, and this issue was mainly fiduciary 
in character, though both Bank of England and currency notes 
remained theoretically redeemable in gold on demand. This 
right, however, was illusory, as the melting down of gold 
sovereigns was made illegal, and immediately after the war the 
export of gold was prohibited. The practical result of the war 
was that gold ceased to circulate, and was replaced by currency 
notes. 

So long as the war was in progress, and the Government had 
to spend money without limit, the currency note issue expanded 
almost indefinitely, but after the armistice steps were taken to 
bring the note issue under control. Firstly it was provided that 
in any one year the fiduciary issue should not exceed that of the 
preceding year. This put a stop to further expansion. Next 
came the changes made by the Gold Standard Act of 1925. In 
brief these laid down that neither the Bank of England’s notes 
nor the currency notes were redeemable in gold on demand, and 
that henceforward the Bank was bound to buy gold at a minimum 
price of £3 17s. 9d. per ounce standard (or nearly £4 4s. rod. 
per ounce fine), and sell to standard gold eleven-twelfths fine 
in quantities not less than 400 ounces at a maximum price of 
£3178. 103d. per ounce standard, equivalent to about £4 4s. 114d. 
per ounce fine. Finally, the Currency and Banknote Act of 
1928 provided that the two note issues should be amalgamated 
under the control of the Issue Department of the Bank of 
England ; that the Bank of England’s fiduciary limit should be 
raised to £260,000,000 ; and that in place of the cumbersome 
and dubious process of “ suspending the Bank Act,” provision 
should be made for decreasing or increasing the fiduciary limit 
under due control of Parliament. This right will be used 
sparingly, but its exercise will not imply that a state of crisis 
exists. 
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lus Below will be found a typical balance sheet of the Issue 
was | Department. It is largely self-explanatory :— 
the BANK OF ENGLAND. 
ary Return for Week ended Wednesday, 28th May, 1930. 
IssuE DEPARTMENT. 

atic £ £ 
Old — Notes Issued— Government Debt .. 11,015,100 

+ InCirculation .. .. $56,131,548 Other Government Securities 232,894,876 
AST, In Banking Department 61,053,977 | Other Securities .. +. 11,629,071 
the Silver Coin ia os 4,460,953 

| —_——_____—— 

acy Amount of Fiduciary Issue 260,000,000 
ary Gold Coin and Bullion .. 157,185,525 
tes | £417,185,525 | £417,185,525 
his —— a 
old At that date the Bank had issued £417,185,525 in notes. 


the | £356,131,548 were in the hands of other banks and the public, 
var and £61,053,977 were in the Banking Department, acting as its 
icy | cash or “reserve.” The note issue was backed as to 
£157,185,525 by gold, while its fiduciary portion was the 
ad | regulation £260,000,000. Of the fiduciary portion {11,015,100 
led | represented the loan which the Bank made many years ago to 
to the Government in return for its privileges, including that of the 
wat «© note issue monopoly. £232,894,876 represented Treasury bills, 
he | Government stocks, etc., which are bought and sold as the 
xt Bank thinks fit, and 11,629,071 commercial bills, other 
In securities, etc., also bought and sold in accordance with the 
res  Bank’s requirements. £4,460,953 consisted of silver coin. 
nd This is the position existing to-day. Originally the Bank 
im | was allowed to issue notes which the public could use as money 
d. | if they thought fit. Now the Bank’s notes are legal tender. 
ne , Originally the Bank had to redeem its notes in gold on demand 
of | and to buy and sell gold at its fixed prices in any quantity, big 
d. | or small. To-day it need no longer redeem its notes piecemeal 
of F on demand ; all it need do is to sell standard gold in bars of 
od 400 ounces in exchange for its notes, or, if it thinks fit, for a 
of | cheque. Originally gold sovereigns and banknotes of larger 
denominations circulated freely side by side. ‘To-day the Bank’s 
i€ | notes form, with the exception of subsidiary coins, the nation’s 
Mm =} entire stock of legal tender money; while the restrictions upon 
it | the Bank’s need to redeem its notes effectually prevent sovereigns 
d from returning to circulation. These are the main points of 
iS difference between the full gold standard as in operation before 
| the war and the “ gold bullion standard ” of to-day. Still, to-day 


— 


a 


—— 
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as before the war, the key to the Bank’s policy is the maintenang 





of its reserve of notes in the Banking Department. This, however, 
falls within the purview of subsequent articles in this series. 


Notes of the Month 


The Money Market.—On June Ist, the Government paid 
out £50,000,000 in respect of the half-year’ Ss § per cent Wa 
Loan Dividend, and borrowed £12,500,000 from the Bank of’ 
England for that purpose. Money consequently was at that time 
extremely abundant, for the recipients of the War Loan dividend 
paid the money into their banks, and so the net result was that the 
banks found their cash resources augmented by approximately 
the same amount as the Government had borrowed from the 





of England. By a fortnight later, however, the Government | 


had repaid the Bank, partly out of the proceeds of sales of 
Treasury bills to the banks and the money market. Thus the 
£12,500,000 disappeared again, and it was then found that money 
was fairly stringent. The Government have continued to sell 
Treasury bills in excess of maturities, in order to finance their 
current needs, and payment for these extra bills took money off 
the market. Again the heavy and continued withdrawals from 
London of French balances had a cumulative effect which was 
intensified by the absence of Continental buyers of bills. In 
short, the market had more bills to absorb, and in the middle of 
June less money with which to do it, and so it is not surprising 
that money became scarce, and that the three months’ discount | 


rate rose from 24 per cent at the end of May to 23 per cent ' 


three weeks later. 

Towards the end of June, however, the position again 
changed. Preparations for the end of the half-year made 
money extremely easy, while abroad the Reichsbank and the 
New York Reserve Bank reduced their rates by }$ per cent 


to 4 and 2} per cent respectively. The New York reduction } 


mainly reflects the lack of demand for money in the United 
States, due to bad trade and the renewed weakness on Wall 
Street, and during the last week or so a certain amount of 
American money has sought employment in London. The 
London discount rate responded to these developments by 
easing to 2;°; per cent. 


* * * * 


Foreign Exchanges—The main event of June was the 
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standard bars, 0-916% fine, as provided by the Gold Standard 
Act of 1925, in place of fine gold bars, which hitherto it had been 
delivering as an act of grace. The reason behind its decision was 
simply that its stocks of fine gold bars were running low, and no 
question of policy was involved. The Bank of France, however, is 
bound by law to accept gold of not less than 0-995 fineness, and so 
shippers of gold from the Bank of England to the Bank of France 
are now faced with the new cost of raising it to the fineness 
required by the latter institution. The result is that before gold 
can now be shipped from the Bank of England to the Bank of 
France at a profit, the Paris exchange rate has to stand as low as 
Frs. 12378, whereas so long as fine gold was available, it could 
be shipped profitably at a rate of Frs. 123-89. In other words, 
the “ gold point ” which represents the lowest level to which the 
Paris exchange can fall before gold leaves London, has been 
reduced and, in actual fact, the Paris exchange has lately fallen to 
this new level. Another consequence is that so long as the 
French exchange is at its new gold point of Frs. 123-78, operators 
on French account can afford to buy the Cape gold on offer in 
London each Tuesday at a slight premium over the price of 
84s. 114d. per ounce, which is the equivalent in fine gold to the 
Bank of England’s statutory selling price of 77s. 103d. per ounce 
of standard gold ; for inasmuch as the Cape gold always consists 
of fine gold bars, French buyers are saved the cost of bringing it 
up to the fineness required by the Bank of France. This is why 
the Cape gold has recently realised 85s. per ounce, and upwards. 
It may be added that the Bank of England is only acting according 
to its legal rights, and its change in procedure does not mean that 
Great Britain has in any way departed from the gold standard. 
Other exchanges besides the Paris rate were also against 
London until the last week of the month, when the reductions 
in the New York and Berlin bank rates caused the pound to 
appreciate slightly. Pesetas have been extremely erratic, and 
silver has fallen to new record low levels, carrying with it the 
Chinese exchanges. 
* x x x 


___ The Stock Exchange-——Conditions have been dull and 
lifeless, with a general weakening of prices. Gilt-edged stocks 
were adversely affected by further gold losses and the disap- 
pearance in early June of the hopes of a 2} per cent Bank rate. 
In the Foreign market, European stocks were steady prior to the 
issue of the reparations loan, but Chinese stocks weakened in 
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sympathy with the fall in silver. The issue of the reparations | 
loan on June 13th will possibly prove to have cleared the air, but | 


in the meantime, so well did those responsible for the loan gauge 
the market, that its price has stood at a discount. Home rails 
have been weak as a result of poor traffic returns and the general 
lack of confidence. Among industrials, “‘ internationals ” fell 


heavily in sympathy with the fresh Wall Street collapse in the , 


middle of the month, and most shares suffered from the con- 
tinuance of the world-wide trade depression. The more 
specialised markets, such as rubber, tea, oil and mines, also lost 
ground, and in general June was not a month which the Stock 
Exchange can look back upon with any satisfaction. 


* * * x 


Overseas Trade.-—The May results, though better than April, 
are no more than up to the average for 1930, and the results for 
the year to date, given below, show how disappointing a standard 
it is by which to have to judge them. 





Increase (+) 





| 
! } | 
Description. | Jan-May, {| Jan-May, | or 
P | 1929 | 1930. | Decrease (-) 
£ mill. £ mill. | £ mill. 
Total Imports .. “ os afl 513-4 458-3 55:1 
Retained Imports . = Kn 462-5 416-9 | —45°6 
Raw Material Imports - oa 1548 122-0 | —32°8 
Total Exports, British Goods oa 308-8 262-0 —46-8 
Coal Exports .. oa ne ee 18-5 20-7 + 22 
British Manufactured Goods, Exports) 245-7 | = 2049 |= -40°8 
Re-Exports as - a ¥s 50-9 41-4 | — 95 
Total Exports .. “i sid 359-8 303-4 56-4 
Visible Trade Balance ; ; —153-6 | ~154-9 | -153 





Examination of the returns shows that for the year as a 
whole, the improvement over last year in our coal exports is the 
only satisfactory item, and even here last May’s shipments 
were below those for May, 1929, which suggests that this im- 
provement is not being maintained. The textile trades and 
steel and engineering industries are most disappointing, and it is 
clear that no improvement is yet taking place. To some extent, 
our foreign trade is the victim of the world-wide business 
recession, but it is impossible to avoid the thought that the recent 
increases in taxation have imposed fresh burdens upon our 
commerce just at the time when it needs assistance rather than 
discouragement. 
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Home Reports 


The Industrial Situation 


No real improvement has yet taken place. There has been 
a further increase in unemployment, and a renewed decline in 
commodity prices. One or two industries, however, seem to be 
making a little headway. Thus the wool dispute is now ended 
and raw wool prices command greater confidence. The artificial 
silk industry has definitely improved, and even some authorities in 
the engineering industry are hoping for a slight improvement in 
the autumn. On the other hand, the coal and iron trades are 
worse placed than ever, the cotton trade is feeling acutely the lack 
of demand from India and China, and many industries complain 
of the prejudicial effects of the new Australian and American 
tariffs. 

The fact of the matter is that prices throughout the world 
are still out of gear. Wholesale prices of foodstuffs and raw 
materials continue to fall, while, for reasons discussed in the 
previous issue of the REVIEW, wages and retail prices fail to 
respond. Hence farmers, mineowners and manufacturers of 
primary materials, such as steel, are finding it increasingly difficult 
to make both ends meet, and this amply accounts for the slowing 
down of production and the consequent increase in unemploy- 
ment. In these circumstances, it is most regrettable that in 
England the Government should have thought fit to widen 
still further the margin between current selling prices and 
working costs by imposing fresh taxation upon the producers 
of the country, instead of straining every nerve to alleviate 
existing burdens. 





Agriculture 





England and Wales.—According to an official report, corn crops 
made good progress during the latter part of May. Potato plants 
appeared healthy, but root crops needed sun and had suffered 
some damage from fly. Pastures were in good condition. Stock 


, Showed some improvement and there was the customary seasonal 
, Increase in the milk yield. 


Scotland—After the protracted spell of dry weather, 
vegetation benefited greatly by the rains in mid-June, but some 
of the crops are in need of more moisture. Hay promises fairly 
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well, and both grain and potatoes are well forward, but the turnip 
“ braird ” is almost a failure in some districts. 


Coal 


The house coal trade is now at the quietest season of the 








f 


year. Export business remains very dull, and the only places , 


where there are even faint signs of improvement are Monmouth- 
shire and Fifeshire. 


Cardiff —Business remains quiet and all descriptions are 
readily obtainable at the schedule level. Pit stoppages are 
extended owing to the continued slackness in business. The only 
bright spot is that the Monmouthshire Collieries appear to be 
better placed than others. 


Newport.—There has been a marked falling off in activity, 
Hull.—Enquiry is meagre and despite curtailed outputs 


there are heavy stocks of practically all descriptions. Prices , 


consequently are weak. 


Manchester —Trade has been poor, for in addition to the 
general depression the warm weather has reduced the demand 
for domestic qualities. 


Newcastle-upon-Tyne.—Sellers have great difficulty in 
obtaining new business at minimum prices, with the result that 
most collieries are only working part time. Coke is in moderate 
demand and stocks are heavy. Gas coke alone shows any 
strength at current prices. 


Sheffield —Demand for coal of all grades is still unsatis- 
factory. The export market has not improved and industrial 
requirements are below normal. House coal is very slow. 


East of Scotland.—In Fifeshire the position generally is 
rather better, with prime navigations and prime steams in fair 
request. Washed fuels are firmer, and trebles and doubles are 
commanding higher prices for export. The position in the 
Lothians is not so good. 


Glasgow.—The further restriction of the home demand, | 


which is only to be expected at this season of the year, has 
accentuated the depression. Not only is land sale very quiet, but 


| 


export business is distinctly dull. The failure of exporters "| 
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secure any but a very small proportion of the Swedish State 
Railways contracts will be seriously felt by producers of first- 
class steam coal later in the year. 


Iron and Steel 


No improvement is in sight, and since the beginning of May 
some dozen furnaces have gone out of operation. 


Birmingham.—Dealings are on a very small scale and stocks 
of pig-iron at furnaces are increasing. Some small orders have 
been booked for structural steel, but forward contracts are at a 
standstill. 


Sheffield —The present depression is the worst experienced 
by Sheffield for years, a serious feature being the absence 
of promising enquiries. Export trade has slackened off, 
particularly with the East and Australia. The scrap market 
is depressed, and prices are lower than they have been for several 
years. 


Glasgow.—Little new business is being done for home 
delivery, and the export branch is very slow in consequence of 
the world-wide depression in trade, coupled with political 
troubles in India and tariff rearrangements in Australia. 
Demand is considerably short of output capacity, and short time 
working is the rule. 





Engineering 





_ Some authorities apparently believe the outlook to be 
a little clearer, and there are hopes of a slight autumn revival. 
The present situation, however, is far from satisfactory. 


Birmingham.—The heavy engineering and electrical sections 
are dull, and the motor car and accessories trades are quieter 
than is usual for this period of the year. 


Coventry.—With the exception of a few manufacturers the 
motor car trade is quiet. The pedal-cycle and motor-cycle 
manufacturing trade is very fair. The electrical engineering trade 
continues good, and this is having a beneficial effect on the 
machine tool trades. 
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Leeds.—Trade is still very depressed. 


Luton.—Commercial motor manufacturers report that there 
has been a slight slackening in demand, but that conditions are 
otherwise unchanged. General engineers are busy for the 
moment. 


Shefficld.—Orders are scarce and prices are cut so fine that 
business is mostly unremunerative. 


Edinburgh.—As usual, fresh repair work continues to come 
to hand and one or two new vessels are, or soon will be, on the 
stocks at Leith. Conditions at Burntisland continue active. 


Glasgow.—All branches of the engineering trade are quiet. 
The decline in the shipbuilding trade is a serious matter for 
marine engineering, the only bright spot being the order for the 
new big Cunarder. 


Metal and Hardware Trades 


Birmingham.—Business is very poor and several of the mills 
are working short time. Overseas inquiries are very scarce. 


Sheffield —Home demand for both cutlery and plate is 
extremely poor for the time of the year, and overseas trade shows 
a marked decline. The scissor section, however, continues to 
hold its own against foreign competition. Agricultural and 
garden tools have improved slightly, but orders booked to date 
are considerably down, compared with previous years. The 
hacksaw branch is making headway. 


Walsall—The general hardware trade does not show much 
improvement, and some manufacturers of chain and cart gear 
are working half-time only in consequence of the increase in 
Australian duties. 





Cotton 


Liverpool—Gloomy conditions have prevailed throughout 
the period under review. Daily sales of “ spot” have rarely 
exceeded 2,000 bales, and of this exiguous figure quite a fair 
proportion represents transactions in outside growths for 
export. Demand for actual cotton from the Lancashire trade 
has been negligible. While the textile industry in Lancashire, 
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owing to the Indian boycott and the virtual loss of the Chinese 
market, is suffering in an intensified degree, the situation in all 
(the principal consuming centres of the world, with the notable 
exception of France, also continues unsatisfactory, and mills are 
almost everywhere working on a curtailed basis. Consequently, 
it is not expected that the consumption of American cotton 
during the present season will much exceed 13 million bales, 
indicating a carry-over this year of about 6 million bales compared 
with 4} million bales at the end of last July. As regards the new 
American crop, there is every indication at present that the yield 
will be at least as great as that obtained last year, in which event 
the question of its disposal will present a difficult problem. This 
explains the renewed decline in prices during early June. 





Manchester. —Business remains slow. Small orders are 
being booked for India, but the position in China remains 
unsatisfactory and the low price of silver also militates against 
recovery. Egypt is only taking small lots, and there is not much 
passing for the Near East, but South America is reported to be 

‘doing rather more business. 


Wool 


The outlook is in some respects more hopeful, especially 
as the dispute is now virtually at an end. It remains to be seen 
how quickly the lost ground can be recovered. 





Bradford.—The strike is now practically over, but it remains 
to be seen to what extent business has been diverted to other 
centres. The outlook is now more hopeful, but it will take some 
time to regain normality, and as July and August are usually 

\quiet months, no immediate improvement is anticipated. 


__ Huddersfield—In the woollen cloth industry the dispute is 
still unsettled. Manufacturers have orders in hand, but it may 
be some time before the position is clear. In the fine worsted 
section practically all the operatives have re-started work on a 
eduction in wages of 7-25 per cent, with an understanding that 
the position be reviewed in six months’ time on the cost of living 
basis. Trade is difficult, but if manufacturers can steer clear of 
cancellations, owing to deliveries having been held up, future 
prospects are not bad. 
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Hawick.—A few more repeat orders have come in for the 





winter of 1930-31, but the new ranges for next spring hav} 
had only a moderate reception. The demand for knitte 
woollen goods for winter wear is much below average. 


Other Textiles 


Dundee.—The Calcutta jute mills have agreed to return x 
from 1st July to the shorter working period of 54 hours pe 
week, with a view to curtailing production. Unfortunately, this 
decision had already been largely discounted, and no improve. 
ment in business has so far resulted therefrom. | 


Dunfermline.—Business is as difficult as ever, and both the; 
home and overseas markets are very disappointing. 





Belfast—The Irish flax markets are now closed for the 
season. Demand for yarns is limited, and a number of milks 
have closed down. Stocks in weavers’ hands are small, bu 
as demand is very quiet, production is being reduced. ’ 


Clothing 


Bristol_—Trade continues on the quiet side, and although 
weather conditions are favourable, results are no better tha 
last year. 


Leeds.—Overseas trade is exceedingly bad, as demand for, 
Australia, America and South Africa has fallen owing 1! 
increased tariffs. In the home trade orders are only bein 
received on a hand-to-mouth basis. 


Leicester.—Hosiery is still very quiet in all departments. 


Luton —The spring season ladies’ hat trade has bett} 
unsatisfactory. Autumn sampling by some houses has n0w 
started. 


Leather and Boots 


Leicester —No real improvement is reported. 


Northampton.—Fancy leathers maintain a good output. 
Useful inquiries have followed the Trades Exhibition. Pros 
of heavy leather are more stable. 
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Several boot and shoe factories are busy on small orders for 


B have women’s fancy goods for delivery before the holidays. A few 
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firms are doing a good business in men’s footwear and are fairly 
well supplied with orders. It is feared that the new American 
tariff will have a detrimental effect. 


Bristol —Trade shows no expansion, and the outlook is 
not encouraging. 


Walsall——Tanners generally report that orders are still slow 
in coming forward, especially from boot and shoe manufacturers. 
Fancy leather goods makers have some good orders in hand from 
American houses for sports and fancy goods. 


Shipping 

Cardiff—The freight market is steady, but demand for 
tonnage is generally limited and there is no sign of any 
improvement. 

_ Hull—The chartering market remains quiet, but there 
is a little more inquiry for forward shipment. Rates continue 
low. 

Liverpool.—With tonnage still in ample supply and no 
recovery in demand, the tone of the freight market continues 
easy. 

_ _ Newcastle-upon-Tyne.—Chartering continues slow, and trade 
is very scarce with very little movement in rates. 

Newport—Outward coal freights have registered new 
records in low levels, and the market is deplorably dull. 


_ Glasgow.—In Glasgow, where the bulk of the chartering 
of tonnage to load coal at ports in Scotland is done, boats are 
in very restricted demand, c.i.f. orders being scarce. Rates 
are steady and nominal. 


Foodstuffs 


Bristol —Trade is very quiet and prices of all commodities 


| continue to fall. 


Liverpool—The wheat market has shared in the general 
depression, and quotations have shown almost daily declines. 
North American holders have been lightening their stocks 
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by large export sales, but buyers in Europe are still maintainin, 
their reserve. Maize has been in slow demand and quotation; / 
are lower on the month. Bacon has proved steady, but supplies 
are fully equal to the demand. There have been more inquiris 
for butter and cheese. A quiet business has been done in canned 
meats, while the demand for canned fruits was very good a 
reasonable prices. 


Fishing 
Lowestoft.—In contrast with conditions in Holland and 
Germany, where a large proportion of the trawling flect wa 


laid up, the East Coast fishing industry continued to yield } 


satisfactory results. Largely owing to the efficient working of 
new large Hull and Grimsby trawlers on distant grounds, the 
catch of many kinds of popular fish, such as cod and haddock, 
increased. 


Scotland —The North and West Coast summer fishing 
have started under favourable auspices. 


Other Industries 


Timber —The Hull trade continues fairly active. Early 
cargoes from Finland and Sweden are now arriving, and good 
quantities are being sent away. Floorings and slatings are in 
demand. Russian cargoes are arriving in better condition 
than last season and, at the reduced prices, joinery sizes are 
selling freely. The recent Russian stabilisation scheme wil 
doubtless stimulate the demand, but the quantity remaining 
unsold is considerable. 

Carpets—Some branches of the Kidderminster carpet 
trade are less active, but makers of spool-made Axminster 
are exceedingly busy. The financial stringency in Australia 
and New Zealand is seriously affecting trade with these countries. 

Chemicals.—Manchester reports an improvement in some 
sections. 

Pottery—Conditions remain dull, the home market being 
particularly quiet. 

Paper-making and printing —Edinburgh reports no change 
in the paper-making industry, and the printing trade is also 
quiet, especially on the publishing side. 





~~ 


—_ 








Austt 


In 
rural | 
which 
wheat. 
brisk, \ 
to the | 


Cana 


-_——_— — 


TI 
renewe 
grain t 
market 
to seed 
favour: 
market 
consid 
As rege 
to com 
in the 
improv 
the wh 


India 


Ti 
result ¢ 
was ab 
when t 
market 
been k 
deman 
somew 
timber 
general 





167 








ining Dominion Reports 

= Australia 

Ppues . — To 

Uiries From the National Bank of Australasia Limited 

anes Industrial depression and unemployment are unrelieved, but 


od a rural prospects have been improved by the widespread rain 
' which has recently fallen, the Queensland and New South Wales 
wheat areas having been particularly favoured. Wool sales are 
brisk, with prices higher, and there is now only a small carry-over 
to the coming season. 


| and 

Was | 

yield} Canada 

+" From the Imperial Bank of Canada 

dock, The most important development of last month was the 


renewed movement of the grain crop, and it now appears that the 

hing’ grain that had been held up for many months is at last being 

' marketed. Prices too are higher, and this is encouraging farmers 

to seed normal acreages. Soil and weather conditions are more 

favourable than last year, and despite last year’s experiences in 

marketing the wheat crop, the agricultural outlook must be 

Early} considered satisfactory. ‘This is stimulating general business. 

good | As regards building and construction, the current year is expected 

re in} to compare favourably with those immediately preceding, while 

ition in the pulp and paper industry recent consolidations have 

: are! improved the outlook. Money is cheap, and the marketing of 
will the wheat crop, if successful, will release further funds. 


ning 
pe India 
SEIS The Bombay cotton market was closed during May as a 


ralia result of political disturbances, but mail advices stated that there 
ries. was a better off-take of stapled cotton by Indian mills who, except 
ome When trade was interrupted by disturbances, found a more active 
market for their piece-goods. Business in Manchester goods has 

sing | been killed by the boycott. Calcutta reports by mail a fair 
~ | demand for loose jute, but business in baled jute was checked 
somewhat by the premium asked for the new crop. Rangoon 
timber shipments have been restricted by labour troubles and a 
general lack of enquiry. The earthquake on May 5th, followed 


nge 
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by riots at the end of the month, has had a most prejudicial 


effect upon general business. } moe 
i suffere 
Irish Free State rsa 





The Ministry of Agriculture reports farm work as being Re 
fairly forward. Growth during May was retarded by the | remain 
dry and cold weather, but since then the weather conditions } Januar 
are greatly improved. Live stock were thin and backward (ombit 
at the beginning of the month, but have since benefited by the | crossbr 
increased herbage which became available as the month fir ex 


progressed. has bet 
. industt 

Foreign Reports M 

France prices | 


The output of the French coal mines during April amounted | both o 
to 4,560,158 tons, as against 4,799,883 tons in March, which normal 
contained one more working day. The average daily output Peat 
of the mines within the pre-war frontiers was 163,447 tons, or ) 
27,300 tons more than in April, 1913. The April index numbers’ Belgi 
of production for all important industries show that activity has gia 
been well maintained, and the April leather, paper and textiles , 
index numbers were higher than those for March. The general 
index figure for April is 144, or the same as in March. It com- 
pares with an average of 139 for the year 1929. The Paris Bourse 
remains very dull. Although money is extremely cheap, stock 
prices have proved quite unable to respond, and dealers and the 
investing public are displaying little interest or confidence. 


Bordeaux.—The wine business is still extremely difficult. Ar 
In the vineyards, the vines are about to flower. Sunshine and ‘tail 
fine warm weather is badly needed after the recent most un- | Securit 
seasonable period. Other 

The rosin market is weak. Stocks of dark rosin remain small 
with a slow demand, but those of the paler grades are increasing. Germ 
Turpentine is selling readily at easier prices. —— 

Le Havre.—Business in coffee has been exceptionally quiet. G 
Prices on the cotton market were fairly steady until the end of 


depres: 
of dem 


trade p 
extrem: 


May, but have since fallen rapidly, following favourable weather the 
reports from the cotton belt. surplus 


Lille-—Business in the cotton trade is very difficult, and | for the 
spinners complain that English yarns are Frs. 5-00 cheaper thaf | finishe; 
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dicial | Prench yarns. The market in Russian flax is at a standstill, and 

‘there are only small dealings in Belgian flax. The new crop has 
suffered from recent storms, and fine weather is needed. Demand 
for hemp and jute is restricted. 


being Roubaix.——Business in tops has lately fallen away, but prices 
y the ' remain steady. Stocks of combed wool have been reduced since 
itions } January from kgms. 14,200,000 to kgms. 10,374,000. The 
ward combing mills are well employed, and there is a shortage of 
y the crossbred wool. Spinners are holding their own, and there is a 
1onth fair export demand, but prices are not very remunerative. There 

has been a slight improvement at the manufacturing end of the 

industry, but makers of dress fabrics are far from satisfied. 


Marseilles—The ground-nut market remains dull, and 

prices are weaker, with prospects of a further fall. Production 

inted | both of oil-seeds and of copra is more than sufficient to meet 

vhich 20rmal requirements. Olive oil prices are unchanged, but 
t operators are only buying for their immediate needs. 





utpu 

1S, OF ' 

nbes Belgium 

= Brussels —Industry is seriously affected by the world trade 


nad depression. In the iron and steel trades production is in excess 
com of demand, and export business is extremely poor. Coal stocks 
nurse | 2° Are growing, and now amount to 2,500,000 tons. The 
stock textile industries have perhaps improved a little, but in the glass 
d the trade production has had to be curtailed. The Stock Exchange is 
extremely quiet and industrial shares remain weak. 


icult,  ,Amtwerp.—Produce markets are dull, with demand only of 

sand fetal dimensions. On the Stock Exchange, Government 

+ un- | Securities are meeting with a steady demand at firm prices. 
) Other departments are weak. 

small 

sing: Germany 

a From the Bank of British West Africa, Limited 

4 of German exports for May at RM. 1,096 millions showed 

ather ) 22 Increase of RM. 120 millions on the preceding month. 
Imports fell to RM. 831 millions, so that there was an export 

F surplus of RM. 265 millions for May, or RM. 406 millions 

pe for the first five months of the year. Imports and exports of 
finished goods amounted during this period to RM. 827 millions 
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and RM. 3,932 millions respectively The number ¢ 
unemployed continues to fall very slowly. Coal producti 

has increased slightly, but the metal industries report redu 

production. The steel and iron trade hopes for an improvem 

in consequence of the reduction in prices from 1st June, but th 
machinery industry professes to be only employed for 60 pe 
cent of normal working hours. The turnover in the retail trad 
is estimated at RM. 50 millions per month less than in 1929. 
Recent balance-sheets of numerous undertakings in the building 
trade show that this branch is no longer enjoying its former 
prosperity. | 





Holland 


Dutch industries appear to be largely escaping the general 
trade depression, and there has been no alarming increase i 
unemployment. The present disparity between wages and 
commodity prices is evoking some discussion, but it is recognised 
that this is a difficulty by no means peculiar to Holland. It is 
encouraging to see that current company reports possess an 
optimistic tone and that dividends are maintained. 


Agriculture remains depressed, and prices are still unre- 
munerative. The Stock Exchange has also been exceptionally 
dull. Share prices are weaker, and even though the bond market 
has remained firmer, owing mainly to the influence of cheap 
money, the partial failure of the Dutch issue of the reparations 
loan has caused some comment. It is thought that the Dutch 
market was required to take an excessive proportion of the loan. 


Norway 


The Antarctic whaling season is now concluded, and in so 
far as output is concerned, results have been very satisfactory. 
Unfortunately the large stocks of oil now in store have depressed 
the market, and prices are barely remunerative. Whaling shares 
have weakened in sympathy. In the timber trade demand for 
props, square timber and round mining timber is stagnant, 3 
shippers are adopting a reserved attitude in the face of the low 
prices offered by buyers. Demand for planed wood has @ 
times been brisk, but buyers and sellers have found some 
difficulty in agreeing about prices and specifications. 
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Sweden 
Trade is suffering to some extent from world conditions. 
The timber trades have been unsettled by the new contracts 
recently arranged between Russia and England. In the wood- 
pulp industry, strong sulphate is selling well, but the demand for 


other descriptions is limited. The paper market shows signs 
of over-production. Competition is keen and prices lower. 





Denmark 


Danish industries have largely escaped the world depression, 
but shipping and agriculture are feeling its effects. Prices of 
butter and bacon, however, have lately improved a little, and 
farmers have also benefited from favourable weather conditions. 
Stock Exchange prices are weak. 


Switzerland 


The usual spring improvement in trade has this year failed 
to materialise. There has been a marked recession in the silk 
industry, and 31 per cent of the factories are stated to be on short 
time. The watch industry too is at a low level, with 43 per cent 
of the factories on short time. The building and textile trades 
are in a more satisfactory position. Railway freight returns 
reveal a general contraction in business, and export trade is 
suffering from the unfavourable world conditions. 

Spain 

An official note issued by the Exchequer states that the 
estimates of the loss incurred by the late Government in support- 
ing the peseta in the foreign exchange market are exaggerated. 
The further depreciation of the peseta during the past few weeks 
has evoked considerable comment, but in view of current 
indications that the economic situation is improving, opinion is 
opposed to any revaluation of the peseta. 

Crops have been severely damaged by hail storms, and prices 
of agricultural produce are weak. The fall in wheat prices, due 
to the heavy imports of 1929, has been checked by Government 
intervention. 

Morocco 
From the Bank of British West Africa, Limited 
Business has been a little better, and late crops have benefited 


from the heavy rains that fell in the first week of June. Export 
of early vegetables is brisk, and the locust menace is now passed. 
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Returns of the motor car trade during the first quarter of 193 
show that only two of British make were sold, as against 494 
French cars, 276 American cars, and 18 from other countries, 
Cotton piece-goods are in better demand. Those of Italian 
and Japanese origin are being sold at a loss, while stocks 
of British goods are small. 


The United States 


Business conditions remained substantially unchanged during 
May, but the break on Wall Street that occurred during June has 
administered a further shock to confidence, and nobody now 
expects a recovery in trade before the autumn. Commercial | 
failures in May involved some $55,500,000, a figure which this 
year was only exceeded in January and March. Car loadings for 
the first 21 weeks of 1930 amounted to 18,627,610 cars, compared 
with 20,352,247 cars for the corresponding period of 1929, and 
19,537,658 cars in 1928. A recently published summary of the 
net profits of about 300 companies for the first quarter of 1930 
reveals an average decline of over 21 per cent below last year, 
while another source states that since the new year 257 companies 
have reduced or passed dividends. Copper has lately been a 
little firmer, but early in June some observers were looking for a 
further reduction in prices before long. Steel production had 
declined by early June to 69 per cent of capacity, while the 
unfilled orders of the United States Steel Corporation fell by 
294,993 tons during May, the figure for the last day of the month 
being 4,059,227 tons. Raw cotton prices have declined. 
Some recent reports say that field work is progressing well, but 
that growth has been retarded by unfavourable weather. Other 
advices hint at the possibility of a big crop. 








S. America 


From the Bank of London & South America Limited. 


Buenos Aires.—Business was quiet during May, but the 
agricultural and pastoral outlook is excellent. Trade generally is 
beginning to improve. 

Montevideo.—Cattle prices are maintained. Wool prices ‘ 
are steady, but demand quiet. Stocks in hand in early June 
amounted to some six or seven thousand bales. 

Valparaiso.—Business continues dull. 








_ Bogota.—There is a slight improvement in business. The 
agricultural situation is satisfactory. 
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eo o 
= Statistics 
rie. Banking 
alian 1. BANK OF ENGLAND 
rocks 
} Issue Department. Banking Department. 
Date. : ‘ 

Gold Notes in }} Reserve and | Bankers’ Govt. Discounts 
ring * | circulation.|} Proportion. | Deposits. | Securities. | & Advances 
has . Per 
me ce Aes Sos |ose| ceo | “ser “ar | 8s 

’ a 2. . 2 55° +6 . ° 
rial Jam 350. 
this ; May 28 ..|| 157-2 | 356-1 || 62-0} 57-3| 59-0 45-6 6-8 
fi June 4 --|| 156-0 359-8 57-1 | 48-9 71-1 58-4 6:5 
S10 | Junell ..|| 156-3 | 364-0 || 53-2] 51-9] 58-8 46-3 6-8 
ared June 18 ..l| 156-6 359-2 58:2 | 52-6 58-3 46-5 7-1 
and 
the 2. TEN CLEARING BANKS 
930 
ear De- | Accept- Call ; Invest- Ad- 
nies Date. posits. | ances. || Cash.* Money.| Bills. | ments. | vances. 
na 
| 1929. £mn. | £mn. || £mn.}] £mn. | £mn.| £mn. | £ mn. 
oa May te ..| 1,769°6| 196-4 || 246-5 | 145-5 | 197-1 | 259-4 | 992-4 
had a --|| 1,810-7| 169-6 266-9 143-1 229-0 250-2 989-1 
the } January .. _..|| 1,805-0| 164-4 || 248-3 | 144-2 | 245-2 | 247-9 | 985-4 
y | February .. +f} 1,751-1 159-9 234-7 129-6 220-4 244-0 988-3 
y 
March .. 1,719°3 | 159-3 235°6 134-7 183-6 240-4 990-8 
nth | April 1,749'7| 159-0 || 244-8 | 135-8 | 209-6 | 240-4 | 984-3 
ed. May --|| 1,779-8 | 144-1 239-6 139-3 248-0 246-6 972-4 
but “se 
her * Includes balances with other banks and cheques in course of collection. 
3. LLOYDS BANK. RATIO OF CURRENT ACCOUNT CREDIT 
i BALANCES TO TOTAL DEPOSITS 
| Year Rati Month —_ 
‘ atio. onth, 
” 2 1929 | 1930 
% % 
the 1902 58-2 January 46°8 45-1 
y 1S 1907 51:5 February 45-9 44-2 
1914 49-9 March 45-2 44-5 
1919 60-7 April 44-9 45-1 
CES | 1920 56-7 May 44-1 44-0 
ne 1921 50-7 June 44-5 
1924 51:0 July 45°4 
1925 49-6 August 45-3 
1926 48-6 September 45-3 
1927 47-4 October 45-6 
he 1928 46-4 November 44-7 
1929 45-2 December |. @3 
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Money, Exchanges and Public Finance 
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1. LONDON AND NEW YORK MONEY RATES 
LONDON. New YorK. 
Date. | 90 Days’ 
Bank 3 Months’! Day-to- Re- eligible | _ Call 
Rate. discount day discount | Bank ac- Money 
= Rate. Loans. Rate. ceptances. | _ ‘ 
1929. Per ae | Per cent. Per cent. || Per cent. | Per cent. | Per ¢ om | 
June 19 | — 44—5 | 5 53* 
1930. | | | 
May 28 ..| 63) | 2h, | 2—3 3 | ow | 3 
June 4 ..) 3 | Oh—e | “U2 | 3 2h 3 
June 11 on 3 | 2) —* 2—23 =| 3 2+ 3 
June 18 «|| 3 2%—} | 22) | 3 | 2 2} 
i) ' | | 
* June 20th. 
2. FOREIGN EXCHANGES 
| 
London | fe ez aa 
on Par. } June 19. | 
May 28. | June 4. | June 11. | June 1 
{| {| t 
New York {| $4866 || 4: 8444 | | 4°86,", 48533 4-8543| 4-854 
Montreal | $4866 | _.4 | 4-86} 4-86 4-853 | 4-854 
Paris | Fr. 124-21 123. 95] 123-94 123-923 123-74 )} 123-79 
Berlin .| Mk. 20-43 || 20-328 || 20-363 | 20 364 | 20°36} | 20-36} 
Amsterdam -]| Fl.12-11 = =|] 12-07 i 12:08 | 12-083 12-08,°, ; 12-083 
Brussels || Bel. 35 |] 34-92) || 34-82 34814 | 34-81} | 34-83} 
Milan | Li. 92-46 || 92-693 || 92-81 92°74 | 92-75} 92-75 
Berne .. | Fr. 25-224 25-20} || 25-113 25°10} | 25-06} 25:08} 
Stockholm ..(| Kr. 18-16 || 18-09} || 18-11 18° 10} | 18-093 18-09 
Madrid .. ‘ j Ptas. 25-22} ! 34-78: 39°83 40-02 40-71 41-40 
Vienna .. Sch. 34:58) || 34-495 || 34-45 34°443 34-434 34-43 
Prague .. ..j) Kr. 164-25 || 1638 || 16343 | 16333 | 1633 163}! 
Buenos Aires ../| 47-62d. || 47%; | 4213 428 | 4234 41} 
Rio de Janeiro . . 589d. || 5% || 533 544 5} 51 
Valparaiso Pes. 40 i 39°57 ! 39°94 39°94 38-89 39-91 
Bombay 18d. 17ji; sj], «1792 1733 173: 17# 
Hong Kong... —d. || 2393 ! 17+ 15 15} 154 
Shanghai oa —d. | 283; || 2ly, 173 19} 18,5 
i] ' j 
3. PUBLIC REVENUE AND EXPENDITURE 
To To | To To 
Revenue. June 14,| June 15, Expenditure. | June 14,| June 15, } 
1930. |” 1929. |” 1930. | "1923. 
| 
£ mn. £ mn. | £ mn. mn. 
Income Tax -| 20-3 | 19-2 || Nat. Deb. Service 91-9 111-0 | 
Sur-Tax ia 9-1 7°7 || Local Taxation a/c ; 
Estate Duties | 297 | 18-4 payments. _ - 
Stamps ia 33 | 40 || NorthernIrelandpayments| 0-9 0-7 
Customs ..| 23-9 | 24-6 || Other Cons. Fund Services 0-4 0-9 
Excise ..| 21-1 | 22-4 || Supply Services .. | 804 | 626 | 
Tax Revenue ..| 966 97-6 || Or Expenditure 173-6 | 1752 
Non-Tax Revenue..| 168 17-3 || Sinking Fun 74 | 84 
Ordinary Revenue..} 113-5 114-9 || Self-Balancing i 
Self-Balancing Expenditure; 14-0 | 13:5 
Revenue 14-0 13°5 














February 
March 
April 
May .. 


Da 


192 
May .. 
December 


192 
January 
February 
March 
April .. 
May .. 





August 

Septemb 
October 
Novemb 
Deceimb: 


—$____. 








5 
ra 
pale 
co 





~ oe tw 8 ot ee 
oe 


“SESSR28E2 


~~ ean ze. eS *. = =e 
© Cie Gpentes © 2 ss 


— 





175 








































































































Trade 
1, PRODUCTION 
Date | Coal.* Pig-iron. | Steel. 
1929, || Tons ma. Tons thou. Tons thou. 
May «+ a - a 4-6 655 840 
eier ss ec || 5-0 643 661 
_ 5-3 650 771 
oe « « a 597 776 
March . ° ee a 5-4 666 826 
April ; a wt 4-5 620 696 
May ° oe | 4-9 615 693 
| ! 
* Average weekly figures for month. 
2. IMPORTS 
Date. | Food. Raw Manufactured To al. 
Materials. Goods. 
j 1929. £ mn. £ mn £ mn, 
§ May.. ee ee 44-2 29-2 29-2 103.4 
) December .. es! 46:8 31-2 27-8 106-6 
1930. 
January ee +s] 42-9 30-1 28-0 101-9 
February es 37°3 24-0 25°8 88-2 
March .| 40-0 24-1 28-1 93-4 
April al 36:7 20-7 25°6 83-9 
May .. oe! 39°6 23°1 27:7 91-0 
{} 
3. EXPORTS 
| Date. Food. | Raw Manufactured Total 
I | Materials. oods. 
1929. i £ mn. £ mn. £ mn £ mn. 
May .. oa 4-6 7: 63°4 67-4 
December || 4-9 6-2 44-6 58-4 
{| 
1930. l 
January .. ~ 4-6 6-9 44-7 58-3 
February oof 3-7 5°8 41-2 51-9 
March al 4-0 5-9 42:5 53-9 
April . ‘| 3°6 5-4 36:7 46-9 
May : ‘| 3:8 5:8 39-8 51:0 
| 
4. UNEMPLOYMENT 
Date. 1925. 1926. | 1927. | 1928. | 1929, 1930. 
End of Per cent. | Per cent. | Percent. | Per cent. | Per cent. | Per cent. 
oc ol— 
| January 11-5 11-0 12-0 10-7 12:2 12-6 
} February 11-3 10-4 10-9 10-4 12-2 13-1 
March 11-1 9-8 9-8 9°5 10-1 14:0 
April 10-9 9-1 9-4 9:5 9:9 146 
) May 10-9 14-3 8-7 9:2 9:9 15°3 
June 11-9 14-6 8-8 10-7 9-8 
p july | 11-2 14-4 9-2 11-6 9-9 
August ../) 12-1 14-0 9-3 11-6 10-1 
September . } 12-0 13-7 9-3 11-4 10-0 
October -} =.11+4 13-6 9-5 11-8 10-4 
November ..!| 11-0 13-5 9-9 12-1 11-0 
ecember , ‘| 10-4 11-9 9-8 11-2 11-1 





Percentage of Insured Workers. 





